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On January 30 the Board announced a
further increase in the reserve requirements
of member banks. In con-
Board issued the following
statement, which was released for publica-
tion on January 31:
"The Board of Governors of the Federal
Reserve System today increased reserve re-
quirements for member banks by 33% per-
cent, as follows: On demand deposits, at
banks in central reserve cities, from 191/2 to
26 percent; at banks in reserve cities, from
15 to 20 percent; and at "country" banks,
from IOV2 to 14 percent; on time deposits, at
all banks, from 4^ to 6 percent. For the
purpose of affording member banks ample
time for orderly adjustment to the changed
requirements, one half of the increase will
become effective as of the opening of business
on March 1,1937, and the remaining half will
become effective as of the opening of business
on May 1.
"The following table shows what the re-
serve requirements are at present, what they
will be from March 1 through April 30, and












































"This action completes the use of the
Board's power under the law to raise reserve
requirements to not more than twice the
amount prescribed for member banks in sec-
tion 19 of the Federal Reserve Act.
"The section of the law which authorizes
the Board to change reserve requirements for
member banks states that when this power is
used it shall be 'in order to prevent injurious
credit expansion or contraction.' The sig-
nificance of this language is that it places re-
sponsibility on the Board to use its power to
change reserve requirements not only to
counteract an injurious credit expansion or
contraction after it has developed, but also to
anticipate and prevent such an expansion or
contraction.
"By its present action the Board eliminates
as a basis of possible credit expansion an esti-
mated $1,500,000,000 of excess reserves
which are superfluous for the present or pro-
spective needs of commerce, industry, and
agriculture and which, in the Board's judg-
ment, would result in an injurious credit ex-
pansion if permitted to become the basis of a
multiple expansion of bank credit. The Board
estimates that, after the full increase has
gone into effect, member banks will have ex-
cess reserves of approximately $500,000,000,
an amount ample to finance further recovery
and to maintain easy money conditions. At
the same time the Federal Reserve System
will be placed in a position where such re-
duction or expansion of member bank re-
serves as may be deemed in the public inter-
est may be effected through open-market
95
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operations, a more flexible instrument, better
adapted for keeping the reserve position of
member banks currently in close adjustment
to credit needs.
"As the Board stated on July 15, 1936, in
its announcement of the previous increase of
reserve requirements, excess reserves then
held by member banks had resulted almost
entirely from the inflow of gold from abroad
rather than from the System's credit policy.
Since that time the country's gold stock has
been further increased by a large inflow of
gold, amounting to $600,000,000. Between
the time of the banking holiday in 1933 and
December 24, 1936, when the United States
Treasury put into effect its program for pre-
venting acquisitions of gold from adding to
the country's banking reserves, the gold
inflow aggregated approximately $4,000,-
000,000. This inflow of gold had the effect
of adding an equal amount to the reserves of
member banks as well as to their deposits.
The total amount of deposits in banks and
the Postal Savings System, plus currency out-
side of banks, is now $2,000,000,000 larger
than in the summer of 1929.
"The present volume of deposits, if utilized
at a rate of turnover comparable to pre-de-
pression levels, is sufficient to sustain a vastly
greater rate of business activity than exists
today. In order to sustain and expand re-
covery, the country's commerce, industry, and
agriculture, therefore, require a more com-
plete and productive utilization of existing
deposits rather than further additions to the
amount now available.
"The excess reserves of about $1,500,-
000,000 eliminated as a base of further credit
expansion by this action could support an in-
crease in the supply of money, in the form of
bank credit, which beyond any doubt would
constitute an injurious credit expansion.
"The present is an opportune time for ac-
tion because, as was the case when the Board
announced its prior action last July, excess
reserves are widely distributed among mem-
ber banks, and balances with correspondent
banks are twice as large as they have gen-
erally been in the past. All but a small num-
ber of member banks have more than suffi-
cient excess reserves and surplus balances
with other banks to meet a 33 */>> percent in-
crease in reserve requirements. As of Janu-
ary 13, the Board's survey indicates that only
197 of the 6,367 member banks lacked suffi-
cient funds to meet such an increase in
reserve requirements by utilizing their pres-
ent excess balances with the Reserve banks
and not more than one-half of their balances
with correspondent banks. On this basis
these 197 banks, in order to meet the full re-
quirements, would have needed an additional
$123,000,000, of which $110,000,000 would
have been needed by banks in central reserve
cities, $11,000,000 by banks in other reserve
cities and only $2,300,000 by country banks.
"Another reason for action at this time is
that, as stated by the Board last July, 'it is
far better to sterilize a part of these super-
fluous reserves while they are still unused
than to permit a credit structure to be erected
upon them and then to withdraw the founda-
tion of the structure.'
"The available methods of absorbing excess
reserves have been under consideration. It
has been decided that under present circum-
stances changes in reserve requirements
should precede reduction in reserves through
open-market operations, because changes in
requirements affect all banks, regardless of
their reserve position, and consequently
should be made while reserves are widely dis-
tributed.
"This action increases reserve require-
ments to the full extent authorized by law.
It is not the present intention of the Board to
request from Congress additional authority
to absorb excess reserves by means of raising
reserve requirements.
"It is the Board's expectation that, with
approximately $500,000,000 of excess re-
serves remaining with the banks, credit con-
ditions will continue to be easy. At the same
time the Reserve System will be in a position
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to take promptly such action as may be desir-
able to ease or tighten credit conditions
through open-market and rate policy.
"In announcing the previous increase in re-
serve requirements, the Board said:
" The prevailing level of long-time interest
rates, which has been an important factor in
the revival of the capital market, has been
due principally to the large accumulations of
idle funds in the hands of individual and in-
stitutional investors. The supply of invest-
ment funds is in excess of the demand. The
increase in reserve requirements of member
banks will not diminish the volume of de-
posits held by these banks for their customers
and will, therefore, not diminish the volume
of funds available for investment. The main-
tenance of an adequate supply of funds at
favorable rates for capital purposes, includ-
ing mortgages, is an important factor in
bringing about and sustaining a lasting re-
covery.'
"The same considerations apply with equal
force at the present time. The Board's action
does not reduce the large volume of existing
funds available for investment by depositors,
and should not, therefore, occasion an ad-
vance in long-term interest rates or a restric-
tive policy on the part of institutional and
other investors in meeting the needs for sound
business, industrial and agricultural credit.
"In view of all these considerations, the
Board believes that the action taken at this
time will operate to prevent an injurious
credit expansion and at the same time give
assurance for continued progress toward full
recovery."
Member bank reserve balances with Fed-
eral Reserve banks on January 27 were $6,-
770,000,000, of which $4,-
Recent changes in 620,000,000 were required
excess reserves .
reserves, leaving excess re-
serves of $2,150,000,000, as shown in the
chart. After reserve requirements were in-
creased by 50 percent last August, excess
reserves grew from $1,800,000,000 to $2,-
200,000,000 in November and early Decem-
ber. They were then temporarily reduced to
$1,880,000,000 on December 23 as a result of
withdrawals of currency into circulation to
meet holiday demands and of the building up
of Treasury deposits at the Reserve banks.
In the subsequent five weeks excess reserves
increased once more as currency returned
from circulation and Treasury deposits were
reduced. Further growth of $120,000,000 in
the country's gold stock from December 23 to
EXCESS RESERVES OF MEMBER BANKS
BILLIONS OF DOLLARS BILLIONS OF DOLLARS
4 r '"I 4
January 27 was more than offset by an in-
crease of $160,000,000 in Treasury holdings
of cash, including inactive gold. An increase
of foreign-bank and other nonmember de-
posits, amounting to $60,000,000 in the five
weeks and to $100,000,000 since the begin-
ning of December, has also withdrawn funds
from member bank reserves.
The increase in money in circulation in the
three months preceding Christmas amounted
to $450,000,000, the largest in several years,
while the decrease of $360,000,000 in the fol-
lowing five weeks was somewhat less than the
usual seasonal amount, indicating that the
growth of money in circulation, which has
been pronounced in the past two years, con-
tinued over the holiday period.
Effects of the announced increase in re-
serve requirements upon the various classes
of member banks are
Distribution of shown approximately in
excess reserves . ,111 j
the following table based
upon the reserve position of the banks as of
January 27, 1937. It is not possible to show
precisely how each group will be affected,
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because by the time of the effective dates of
the two increases in requirements the total
amount of reserves and their distribution
among the various classes of banks and also
the amount of deposits on which required re-
serves are based may have changed, although
the changes within the next month will prob-
ably not be substantial. The figures indicate
what the results would have been if the in-
crease in reserve requirements had become
effective on January 27. A factor that may
considerably affect the distribution of re-
serves will be the withdrawal of bankers' bal-
ances by country banks from their city cor-
respondents for the purpose of providing
additional reserves needed.
RESERVE POSITION OF MEMBER BANKS,
JANUARY 27, 1937
[In millions of dollars. Figures partly estimated]
Class of bank





































Figures in the table show that banks in
each class taken as a whole, on the basis of
their January 27 position, would still have
had large excess reserves after the first 16%
percent increase in requirements, with coun-
try banks having the largest relative amount.
The effect of the second increase will depend
upon changes that may take place in the
amount and distribution of member bank re-
serves by the end of April, but it would ap-
pear from the present situation that all the
classes of banks would still have substantial
excess reserves.
As pointed out in the Board's statement of
January 30, a recent survey by the Board
showed that all but 197
Reserve position of member banks, taken in-
individual banks
dividually, were able to
meet an increase of 33% percent in re-
serve requirements either from excess re-
serves or by using one half of their balances
with correspondents, and all but 60 banks
could meet an increase of 16% percent in that
way. The Board's survey covered the situa-
tion on January 13 and the additional re-
serves needed by banks in the various classes
to meet increases in requirements of 16% and
33!;$ percent as of that date are shown in the
following table:
ADDITIONAL RESERVES REQUIRED BY MEMBER BANKS
TO MEET INCREASE IN REQUIREMENTS, POSITION AS
OF JANUARY 13, 1937.














































































These figures indicate that to meet a 16%
percent increase in requirements, member
banks outside of the central reserve cities
would need to raise about $70,000,000 of ad-
ditional reserve funds, most of which would
probably be obtained by withdrawals from
balances with city correspondents. Prob-
ably half of these balances are held with re-
serve city banks, and some of the with-
drawals will be absorbed by correspondent
banks with adequate excess reserves, but a
substantial portion of the withdrawals from
reserve city banks will be met in turn by
withdrawals from central reserve city banks.
As a consequence, a large part of the addi-
tional reserve funds obtained from bankers'
balances will in the end come from central
reserve city banks, 15 of which on the basis
of their position as of January 13 would need
to raise $28,000,000 of additional reserves,
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in addition to meeting such withdrawals by
correspondents as may occur. The other 35
central reserve city banks would still have
over $500,000,000 of excess reserves. Since
this survey was made the New York City
banks as a whole, as shown in the chart on
page 97, have increased their excess reserves
by $100,000,000 and are in a position to meet
the increase with a smaller amount of read-
justment.
These figures indicate that the amounts in-
volved in the necessary adjustment of reserve
positions of member banks to the increase of
16% percent in reserve requirements at the
end of February will be smaller than those
needed at the time of the 50 percent increase
in requirements last August. At that time
the change was accomplished with little effect
on the money market. The effect of the final
increase at the end of April will depend to a
large extent upon the distribution of the
excess reserves remaining at that time.
Growth of bank deposits and of currency
in use by the public is limited by the amount
of reserves held by banks.
Reserves and The ^^ Q{ deposits and credit expansion
 L
currency outside banks is
now larger than at any previous time, and the
excess reserves held by member banks pro-
vide the basis for a further expansion in de-
posits. Increases in reserve requirements
substantially reduce the magnitude of pos-
sible further credit expansion not only by
decreasing the volume of excess reserves but
also by lowering the ratio of expansion pos-
sible on the basis of a given amount of re-
serves. The chart shows for selected dates
the relationship between member bank re-
serves, on the one hand, and all bank deposits
plus currency outside of banks on the other,
and also indicates the potential expansion on
the basis of excess reserves outstanding on
the dates shown.
In 1922 member banks held $1,780,000,000
of reserve balances with Federal Reserve
banks and all bank deposits and currency at
the disposal of the public aggregated about
$39,000,000,000, or 22 times member bank
reserves. By 1929 deposits and currency had
expanded to $55,000,000,000 and reserves
were $2,360,000,000, giving a ratio of more
than 23 to one. In those years member banks
held only the minimum amount of reserves
RESERVES AND CREDIT EXPANSION




required. In June 1933 deposits and cur-
rency were $13,000,000,000 smaller than in
1929, but reserves held were only slightly
smaller, and member banks held $360,000,000
of excess reserves, which would have per-
mitted on the basis of the 1922 ratio an ex-
pansion of $8,000,000,000 in deposits. From
June 1933 to June 1936, notwithstanding
an increase in deposits and currency to the
1929 level, the growth of member bank re-
serves was so great that there were $2,700,-
000,000 of excess reserves. These reserves
were sufficient to permit a further theoretical
expansion of $60,000,000,000 in deposits. The
increase in reserve requirements made last
August considerably reduced the possible ex-
pansion, but at the beginning of this year,
with deposits and currency $2,000,000,000
larger than the previous maximum, the $2,-
200,000,000 of excess reserves held by mem-
ber banks could still support a further ex-
pansion of $32,000,000,000 in bank deposits
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and currency, an amount far in excess of the
present or prospective needs of the country.
The final increase in reserve requirements
will reduce the amount of potential expan-
sion in deposits and currency, on the basis of
existing reserves without recourse to the Re-
serve banks, to a maximum of $5,500,000,000.
In making these computations deposits of
nonmember banks, as well as those of mem-
ber banks, are included because nonmember
banks hold most of their reserves with mem-
ber banks, so that in the final analysis reserve
deposits of member banks constitute reserves
back of all deposits in the United States.
Changes in currency are also reflected in and
limited by available member bank reserves.
The figures for potential expansion indi-
cate the maximum possible expansion on the
basis of reserves. The figures for June 1933
and June 1936 were computed by applying to
excess reserves on those dates the 1922 ratio
of reserves to deposits and currency. In com-
puting potential expansion on the basis of
excess reserves now outstanding the 1922
ratio was reduced by one-third to allow for
the 50 percent increase in reserve require-
ments last August and by one-half to provide
for the further increase to double previous
requirements. In 1929 and 1933 correspond-
ing ratios were somewhat larger than in 1922.
These figures indicate in a general way the
nature of the changes in the credit situation
effected by the further increase in reserve re-
quirements ; they are not exact measurements
of what as a practical matter could have
happened had there been no such increase.
An expansion of as much as $60,000,000,000
or even of $32,000,000,000 in deposits and
currency would not have been likely, because
other forces would have prevented it, but a
substantial movement in that direction would
have been injurious to the business and
credit system. The extent to which deposits
and currency actually will expand in the
future depends upon developments that may
influence the attitude of borrowers and
lenders, change the volume of reserves, or
affect the composition of deposits and there-
fore the ratio of deposits and currency to re-
quired reserves. Increases or decreases in
the amount of currency in circulation, for
example, would affect reserves as well as the
total supply of means of payment, and shifts
in the relative importance of demand and
time deposits, of deposits in the various
classes of reserve cities, or of those at mem-
ber and nonmember banks would change the
ratio of potential expansion on the basis of a
given amount of reserves.
Recovery in business proceeded further in
1936 and the levels of activity and employ-
ment reached toward the end
maintained in January, al-
though in some industries output has been
curtailed by strikes and floods. During 1936
industrial production advanced rapidly and
there was an even greater increase in the
demand for goods, with the consequence that
a substantial volume of unfilled orders had
accumulated by the end of the year. Re-
cently shortages of equipment have appeared
in some industries, and orders for new ma-
chinery have increased further. There have
also been shortages of skilled labor in a few
lines, particularly the metal trades, reflecting
in part the fact that there were few ap-
prentices in training during the depression.
Wholesale commodity prices rose rapidly
from the end of October to the middle of
January, with substantial increases not only
for farm products but also for industrial com-
modities, which previously had shown little
change in price for three years. Increased
buying accompanying greater industrial ac-
tivity was supplemented by considerable
forward purchasing and by buying for
armament purposes. In the second half of
January prices of commodities traded in on
organized exchanges declined somewhat.
Total income paid out in 1936 was sub-
stantially larger than in the preceding year.
Pay rolls in industry and trade showed a
marked rise, reflecting increases in the num-
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ber employed, in the average number of hours
worked, and, at the end of the year, increases
in wage rates. Profits and dividends were
also larger and agricultural income continued
to expand. With maintenance of recovery
and relief expenditures at a high level and
with adjusted service payments to veterans,
Governmental outlays were somewhat larger
in 1936 than in 1935. Capital values in-
creased, security prices showing a marked
advance and real estate prices, for both rural
and urban property, showing a gradual up-
ward movement. The volume of new securi-
ties issued by corporations continued to in-
crease, both for new capital purposes and
for refunding. There was some growth in
new mortgage loans, with interest rates con-
siderably reduced. Expenditures by both
producers and consumers, particularly for
durable commodities, showed a continued
growth, and there were substantial increases
in both domestic and foreign trade.
The course of business activity in recent
years is summarized in the following table:
BUSINESS CONDITIONS






































































































NOTE.—Figures for periods of less than a year adjusted for seasonal
variation, except those for wholesale prices and for factory pay rolls.
Comparisons between current levels of ac-
tivity and those in earlier years should be
made with due consideration of changes in
related factors, such as population, industrial
techniques, and foreign trade. Since 1929
total population has increased about 5 per-
cent, with a larger increase in adult popula-
tion, and industrial techniques have improved
considerably. Foreign trade, on the other
hand, is still much smaller than in predepres-
sion years.
The volume of industrial output for the
year 1936 as a whole was 105 percent of the
1923-1925 average as compared
Production with 90 in the preceding year
and a low of 64 in 1932. The
movement during the year was generally
upward, with an average in the third quarter
of 108 and in the fourth quarter of 115, a
level not far below the average of 119 for the
year 1929. In December the index reached
121, but preliminary data indicate a decline
in January, partly as a result of strikes and
floods.
The course of total manufacturing pro-
duction and of output in selected industries
is shown for the period from 1928 to date in
the chart on page 102. The figures are
adjusted for seasonal variation and are ex-
pressed in terms of points in the total index
of manufacturing production, so that it is
possible to see how much of a movement in
the total index has been accounted for di-
rectly by changes in activity in the industries
indicated.
Continued increase in activity in steel-con-
suming industries and at steel mills was an
outstanding development of 1936. Buying
by railroads and the construction industry
showed a marked rise from relatively low
levels and most other steel-using industries
also reported increases. The automobile in-
dustry took more steel than in 1935 but its
proportion of the total consumption of
finished steel dropped from one-fourth to one-
fifth. Sustained general strength in demand
for steel was reflected in a 40 percent in-
crease in output of steel ingots and in price
advances for finished steel as well as for steel
scrap and pig iron.
Automobile production in 1936 amounted
to 4,450,000 cars as compared with 3,950,000
in 1935, a depression low of 1,370,000 in 1932,
and a high of 5,360,000 in 1929. Output in
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January has been curtailed somewhat by
strikes at automobile plants and at establish-
ments producing plate glass.
In the lumber industry, the principal one
included in the "other durable manufactures"
group on the chart, output showed a further
INDEX OF MANUFACTURING PRODUCTION
1928 1929 1930 1931 1932 1933 1934 1935 1936
considerable increase, reflecting in large part
continued growth in the volume of residential
building from earlier extremely low levels
and increased activity in the furniture in-
dustry.
Altogether activity in industries manufac-
turing durable goods increased over 1935 by
approximately a third, and by the end of the
year was at about the level of the latter part
of 1928.
Output of nondurable manufactures, which
had declined much less than durable goods
output during the depression and had ad-
vanced by a smaller amount during earlier
years of recovery, increased considerably
in 1936. There was a rapid rise during the
second half of the year and by the end of
the year output in this group of industries
was above the 1929 level. In the textile in-
dustry, after a moderate temporary decline
during the early part of the year, activity
showed a rapid advance to new high levels at
the end of the year, and output for the year
was about as large as in the peak years 1927
and 1929. Petroleum refining and output of
tobacco and leather products were at new
high levels in 1936.
Production at mines increased materially
during 1936. Output of petroleum reached a
new high level about 50 percent above the
1923-1925 average. Coal production also in-
creased but was about 20 percent smaller
than the 1923-1925 average. Output of non-
ferrous metals likewise expanded consider-
ably further in 1936 but remained below the
level of predepression years.
In construction, which w
7as at an excep-
tionally low level for a long period during
the depression, there was a considerable in-
crease in activity in 1936, as in 1935, with a
larger amount of residential building and of
privately-financed industrial construction
and commercial building, as well as a con-
tinued substantial volume of public projects.
The physical volume of construction is now
about two-thirds as large as in the period
of highest activity in the last half of the
1920's, with a larger proportion of the total
in public work. Residential building con-
tinued the increase which had begun early in
1935 but the level reached at the end of 1936
was still less than half that prevailing in the
years of greatest activity. Rents increased
as additions to the supply of dwelling units
were small in relation to the increase in de-
mand accompanying recovery.
In agriculture, where fluctuations in total
output are much smaller than in construction,
manufacturing, or mining, production in 1936
increased slightly over the low level of the
preceding year to about the 1923-1925 aver-
age, according to figures of the Department
of Agriculture. Cotton production was larger
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than in 1935 and output of truck crops and
of citrus fruits was in record volume, while
other fruit crops were small. Output of feed-
stuffs was sharply reduced as a result of
the drought. Livestock slaughter increased
about 20 percent in 1936, reflecting chiefly a
sharp rise in hog slaughter from the unusu-
ally low level of 1935.
The substantial growth in economic activity
in 1936 was accompanied by a general rise in
the number employed and also
Employment in the average number of hours
worked per week. The most
marked increases in employment w
Tere at fac-
tories and on privately financed construction
projects but increases in many other lines
were considerable. Employment by the pub-
lic utilities, which at the beginning of 1936
was little above the depression low, increased
substantially during the year and employ-
ment on railroads showed a more marked in-
crease than in any other year of the recovery
period. The number of workers in trade and
service industries increased more in 1936




ADJUSTED FOR SEASONAL VARIATION. 1923-25 AVERAGE = 100 PERCENT
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over 2,000,000 more were employed in non-
agricultural pursuits at the end of 1936 than
a year earlier.
Employment at factories producing dur-
able goods continued to increase rapidly dur-
ing 1936, as is shown on the accompanying
chart, and in the latter part of the year there
was also a considerable increase in working
forces at factories producing nondurable
goods, where the number employed had re-
mained at about the same level for three
years.
The accompanying table, comparing em-
ployment in the last quarter of 1936 and the
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1 Includes a few miscellaneous industries not included in separate
groups.
there have been substantial increases in most
manufacturing industries. The increase of
9 percent shown for lumber and products is
not so large as that for most durable goods,
reflecting a temporary reduction in activity
at lumber mills in the last quarter of 1936 as
a result of the maritime strike on the Pacific
Coast; employment at furniture factories
increased by 16 percent in the period covered
by the table. Among the nondurable goods
industries, increases in employment were
general but in most instances smaller than in
the durable goods industries.
While the total number of unemployed con-
| tinues large, the number was considerably
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reduced in 1936 and shortages of skilled labor
have developed in certain occupations, par-
ticularly the metal trades. During the de-
pression many skilled workers in some lines,
such as the building trades, shifted to other
types of work and there was little training
of apprentices. With increasing demand for
skilled workers, however, some have returned
to former occupations and the number of ap-
prentices in training has increased.
Since the early part of November there
have been numerous announcements of in-
creases in wage rates, the first significant
change in rates in more than two years.
There were general increases throughout the
iron and steel industry and in the cotton and
woolen textile industries and increases by a
number of firms in many other industries.
Wholesale commodity prices showed a
broad advance from the end of October to
the middle of January, as is
Commodity shown in the accompanying
price
s chart. In this period, the gen-
eral level of wholesale prices, as measured
WHOLESALE PRICES
1932 1933 1934 1935 1936 1937
Indexes compiled by U. S. Bureau of Labor Statistics, 1926 = 100.
by the Bureau of Labor Statistics' index, ad-
vanced from 81 per cent of the 1926 average
to 86 percent. Since the middle of January
there have been declines in prices of a num-
ber of commodities traded in on organized
markets.
The increase for farm products and foods
from October to the middle of January re-
flected chiefly increases in the prices of
grains, livestock, cotton, wool, and imported
foodstuffs.
Prices for industrial commodities began
to move upward in the middle of last year and
since that time the index for this group has
advanced 4 points to 83, with 3 points of the
advance during the last three months. Steel
scrap, silk, cotton goods, and some chemicals
began to increase in June, and higher prices
for some steel products were announced at
that time. Later lumber, coke, hides, and
leather shared in the advance, but until
October most of the increases were small.
Since October, however, prices of metals,
rubber, wool, silk, hides and leather, and
petroleum have shown a considerable rise;
many other raw and semimanufactured ma-
terials have advanced by smaller amounts;
and there have been increases in the prices
of a number of finished products, including
cotton goods, woolen and worsted goods,
paper, automobile tires, finished steel, glass,
and housefurnishings.
This rapid increase in prices reflected the
continued growth in demand for industrial
materials both in domestic and foreign mar-
kets, declining stocks of many commodities,
buying for armament purposes, and some
speculative buying. Many industrial and
commercial buyers have placed large forward
orders, partly to avoid price increases and
to be assured of supplies adequate for an in-
creased volume of business.
Income paid out in 1936 was about $60,-
000,000,000, according to estimates of the
Department of Commerce, and the
Incomes rate of payment in the latter part
of the year was higher. This com-
pares with a high level of $79,000,000,000 in
1929 and a low level of $45,000,000,000 in
1933. Prices, it should be remembered in
this connection, are lower than in 1929 and
higher than in 1933.
Factory pay rolls continued to expand
rapidly during 1936 and in December, at 95
j percent of the 1923-1925 average, were two
and a half times what they were at the bot-
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torn of the depression. In trade and other
types of nonmanufacturing activity pay rolls
showed general increases of somewhat
smaller amounts. Pay rolls on private con-
struction projects, which had been at an ex-
tremely low level for a long time, showed a
sharp increase. For the most part the growth
in pay rolls during 1936 represented an in-
crease in the number of employed and in the
hours worked, but toward the end of the year
wage rate increases were also a factor. In
addition to the increase in pay rolls there
were substantial bonus payments to em-
ployees in the last few weeks of the year.
Cash agricultural income is estimated to
have increased 11 percent to $7,865,000,000
this year as compared with a low of $4,328,-
000,000 in 1932 and a level of $10,000,000,-
000 during the years of post-war prosperity.
Income from marketings showed an increase
of 16 percent over last year while Govern-
ment payments to farmers were only half as
large as in 1935.
Corporate cash dividend declarations, ac-
cording to figures compiled by the New York
Times, reached a total of $4,100,000,000 in
the calendar year 1936, an increase of 40
percent over 1935. A major part of this
increase occurred during November and De-
cember 1936 when cash dividend declarations
were $1,360,000,000 or 82 percent more than
in the corresponding months of 1935.
Distribution of commodities to consumers
increased steadily throughout 1936 and at a
more rapid rate than in any other
Domestic year of ftie recovery period. With
trade
 J ., u
considerably larger wage pay-
ments and other individual incomes in both
urban and rural areas, the expansion was
general for practically all lines of retail trade
and in all parts of the country. Wholesale
trade also showed a considerable increase in
1936. The largest expansion was in sales of j
building materials, machinery, furniture,
and other durable goods.
Merchandise foreign trade of the United
States showed a further increase in 1936 but
was still considerably below the
volumes of predepression years.
Value of imports rose by a greater
amount than value of exports, and the excess
of exports was only $34,000,000, compared
with $235,000,000 in 1935.
The greater part of the rise in exports in
1936, as in the two preceding years, was in
finished manufactures, with the largest in-
creases reported for machinery and other
iron and steel products, refined mineral oils,
aircraft, and textile manufactures. Automo-
bile exports, which had risen rapidly in 1934
and 1935, showed a small further increase.
Exports of crude materials continued in 1936
in about the same volume as in 1935, with
cotton exports slightly smaller this year.
There was some further growth in exports
of semifinished manufactures, while exports
of foodstuffs continued at the low level
reached in 1933.
The rise in imports was general. Reflect-
ing greater industrial activity, imports of
crude materials, such as rubber, wool, hides,
and tobacco, and of semifinished manufac-
tures, such as wood pulp, oils and fats, chem-
icals, and nickel, increased further. Imports
of foodstuffs also showed a continued rise.
There were larger shipments to this country
of finished manufactures, such as newsprint
and textiles, and of luxury items, such as
furs, diamonds, and beverages.
Security issues by domestic corporations
have shown a marked expansion during the
past two years in response to the
Capital abundance of investment funds, low
interest rates, and improved busi-
ness prospects. Securities sold by domestic
corporations during 1936 reached a total of
about $4,600,000,000, double that of 1935.
The 1936 total is about 70 percent of the
annual average for the predepression period
1925-1929, and is to be compared with an
annual average of $500,000,000 during the
period 1932-1934, as shown in the following
table. Corporate issues in 1936 comprised
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three-fourths of all capital issues, according
to statistics compiled by the Commercial
and Financial Chronicle, which exclude direct
obligations of the United States Government.
This compares with about half of the total in
1935 and less than a third in the 1932-1934
period.
CAPITAL ISSUES *































i As compiled by the Commercial and Financial Chronicle; exclude
U. S. Government issues, other than guaranteed issues publicly offered
Publicly-offered issues by States and mu-
nicipalities and by Federal agencies, exclud-
ing direct obligations of the United State;
Government, declined from $2,400,000,000 in
1935 to $1,500,000,000 in 1936. In the 1932-
1934 period, issues of these securities aver-
aged about $1,100,000,000 a year, or more
than two-thirds of all capital issues. The
decrease in 1936 reflected principally the com-
pletion of substantial refunding operations
by the Federal land banks.
In contrast with the 1925-1929 period, the
major part of the securities issued by domes-
tic corporations during the last two years
has been for the purpose of refunding out-
standing issues. Recently, however, there
has been an increase in the amount and pro-
portion of security issues for new capital
purposes. Offerings for new capital, includ-
ing that used for repayment of bank loans
and other unfunded debt, increased from
$20,000,000 in the first quarter of 1935 to
$425,000,000 in the fourth quarter of 1936.
The total for 1936, which was $1,200,000,000,
is still small as compared with the period
1925-1929 when the annual average was
about $5,000,000,000. Available information
indicates that during the past two years an
increasing proportion of the issues for new
capital has been for working capital pur-
poses and for real estate, plant, and equip-
ment rather than for repayment of bank
loans and other unfunded debt.
Of the $400,000,000 of corporate issues for
new capital in 1935, about one-half was
offered by corporations engaged in manufac-
turing and mining, concentrated largely in
two industries, those producing metals and
alcoholic beverages. In 1936 corporate issues
for new capital purposes were broadly dis-
tributed. Issues of railroads, most of which
appeared in the first half of the year, ac-
counted for 22 percent of the total, and pub-
lic utilities for 10 percent. Substantial offer-
ings continued to be made in 1936, as in 1935,
by companies producing metals and alcoholic
beverages; large amounts were also offered
by oil companies, by merchandising firms,
and by finance companies. Most of the secur-
ity issues of the merchandising and finance
companies appeared in the final quarter of
the year.
Corporate refunding issues during the past
two years have been offered predominantly
by public utilities, with 64 percent of all re-
funding issues from this source in 1935 and
59 percent in 1936. There has been no sub-
stantial amount of refunding by railroads
except in the first half of 1936. Manufactur-
ing and mining companies accounted for
about 25 percent of the refunding issues in
both 1935 and 1936. The major part of the
refunding by these groups was by corpora-
tions engaged in the production of metals,
oil, and foods. The aggregate for industrial
corporations has been large enough to indi-
cate an important movement toward reduc-
tion in interest costs through the refunding
of high coupon obligations.
Well over 90 percent of all corporate issues
offered for refunding in 1935 and 1936 were
in the form of bonds, with the balance chiefly
in preferred stock. In the case of corporate
issues to secure new capital, the proportion
of bonds and notes declined from 90 percent
in the first quarter of 1935 to 81 percent in
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the first quarter of 1936, and to 61 percent
in the last quarter. The decline in this pro-
portion has resulted partly from a more rapid
increase during 1935 of preferred stock, but
mainly from the increase in 1936 of common
stock issues, as compared with bonds and
notes.
During 1936 prices of securities advanced
further, reflecting both investment and spec-







e Prices of leading
stocks rose to the highest levels
since 1930, and bond prices were the highest
on record. These levels were generally main-
tained or exceeded in January.
Buying of securities in the past year has
been done principally with funds already
available and has been based on additional
credit to only a small extent. Stock exchange
firms reported an increase of about $140,-
000,000, or about 10 percent, in their ad-
vances to customers for margin trading, and
loans by banks to brokers and dealers in se-
curities showed a similar increase. Other
loans on securities by banks showed little
change. Foreign buying of American securi-
ties was substantial in the course of the year,
amounting on balance to over $300,000,000
in the first nine months of 1936. In the six
weeks following inauguration of the new cur-
rency arrangement at the end of September,
the volume of foreign buying was greatly in-
creased. Subsequently, however, it declined
to about the rate that characterized the first
three quarters of the year. In addition for-
eigners purchased on balance in American
markets about $150,000,000 of foreign securi-
ties in the first nine months of 1936, and
these purchases have continued undiminished.
Reflecting rising bond prices, bond yields
have continued to decline, reaching new lows
in the past year. From December 1934 to
December 1936 yields on long-term Govern-
ment bonds fell from 2.97 to 2.27 percent, and
on high-grade corporate bonds from 3.81 to
3.10 percent. High-grade municipal bonds,
which in 1934 sold on a yield basis near that
of high-grade corporate bonds, now show
average yields close to those of long-term
United States Treasury bonds. Yields on
high-grade bonds declined fairly steadily
throughout 1936, with a sharp decline in
yields on United States Government and high-
grade municipal bonds in November. Except
for some reaction in Government bonds,
yields have since continued near the record
low levels.
Prices of common stocks declined sharply
in the spring of 1936, following a sustained
advance during the preceding year, but the
decline was brief and the advance was soon
resumed. The sharpest increase occurred
between late September and early Novem-
ber. For the year as a whole average prices
of common stocks increased by about 30 per-
cent, following upon an increase of about 40
percent in 1935. The average for shares of
industrial corporations rose to the highest
level since the middle of 1930 and utilities
and rails to the highest since the latter part
of 1931.
Volume of trading on the New York Stock
Exchange, which increased substantially in
the latter part of 1935 and early in 1936, de-
clined in the second quarter of 1936 and dur-
ing the summer averaged less than a million
shares per day, but increased again in the last
quarter of the year to a level of from two to
three million shares per day.
Election of Class A and Class B Directors
The member banks elected the following
Class A and Class B directors of the Federal
Reserve banks for the three-year term begin-
ning January 1, 1937:
CLASS A
Boston—Leon A. Dodge.
New York—William F. Ploch.
Philadelphia—George W. Reily (reelected).
Cleveland—Ben R. Conner (reelected).
Richmond—Charles E. Rieman (reelected).
Atlanta—R. G. Clay (reelected).
Chicago—Walter J. Cu mm ings.
St. Louis—Max B. Nahm (reelected).
Minneapolis—H. C. Hansen (reelected).
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Kansas City—C. C. Parks (reelected).
Dallas—Ed H. Winton.
San Francisco—Keith Powell (reelected).
CLASS B
Boston—Edward J. Frost (reelected).
New York—Robert T. Stevens (reelected).
Philadelphia—J. Carl DeLaCour (reelected).
Cleveland—John E. Galvin (reelected).
Richmond—Charles C. Reed (reelected).
Atlanta—J. A. McCrary (reelected).
Chicago—Max Wellington Babb (reelected).
St. Louis—James W. Harris (reelected).
Minneapolis—Albert P. Funk (reelected).
Kansas City—Willard D. Hosford (reelected).
Dallas—J. R. Milam (reelected).
San Francisco—Malcolm McNaghten (reelected).
Appointment of Class C Directors
The Board of Governors of the Federal
Reserve System appointed the following Class










Term expires Dec. 31
Henry S. Dennison 1939
Beardsley Ruml 1938
Reynold E. Klages 1939
W. G. Wysor 1939
Donald H. Sherwood 1938
Frank H. Neely 1938
William T. Nardin 1939
Edward P. Brown (reappointed). 1939
J. H. Merritt 1938
Designation of Chairmen and Federal Reserve Agents
and Appointment of Deputy Chairmen
The Board of Governors of the Federal
Reserve System designated the following Fed-
eral Reserve Agents and Chairmen of the
boards of directors of Federal Reserve banks
for the year 1937:
Boston—F. H. Curtiss (redesignated).
Philadelphia—R. L. Austin (redesignated).
Cleveland—E. S. Burke, Jr. (redesignated).
Richmond—Robert Lassiter.
St. Louis—William T. Nardin.
Minneapolis—W. B. Geery (redesignated).
Kansas City—J. J. Thomas (redesignated).
Dallas—C. C. Walsh (redesignated).
San Francisco—A. 0. Stewart.
The Board of Governors of the Federal Re-
serve System appointed the following Deputy
Chairmen of Federal Reserve banks for the
year 1937:
New York—Owen D. Young (reappointed).
Cleveland—G. C. Brainard.
Atlanta—Wm. H. Kettig (reappointed).
Chicago—R. E. Wood (reappointed).
St. Louis—Paul Dillard (reappointed).
Kansas City—Edward P. Brown (reappointed).
San Francisco—A. P. Welch.
Retirement of Chairmen and Federal Reserve Agents
at Federal Reserve Banks of Richmond, Atlanta
and San Francisco
Effective at the close of December 31,1936,
F. A. Delano and W. N. Moore retired as
Class C directors and Chairmen and Federal
Reserve Agents at the Federal Reserve Banks
of Richmond and San Francisco, respectively.
Mr. Delano has had a close contact with
the Federal Reserve System from the date of
its origin. He was appointed a member of
the original Federal Reserve Board, which
took office on August 10, 1914, and served in
that capacity until July 22, 1918. On July 1,
1921, he was appointed a Class C director of
the Federal Reserve Bank of Richmond, and
on January 1, 1923, he was appointed Deputy
Chairman of the bank, which office he held
until March 17,1936, when he was designated
Chairman and Federal Reserve Agent at the
bank.
Mr. Moore was appointed a Class C director
and Deputy Chairman of the Federal Re-
serve Bank of San Francisco on January 6,
1916, and served in that position until July 8,
1936, the date on which he was designated
Chairman and Federal Reserve Agent.
Effective at the close of December 31,1936,
H. Warner Martin resigned as Class C direc-
tor and Chairman and Federal Reserve Agent
at the Federal Reserve Bank of Atlanta. Mr.
Martin on August 9, 1933, was appointed
Assistant to the Governor of the Federal Re-
serve Board, and served in that position until
October 30, 1934. On January 12, 1935, he
was appointed a Deputy Governor of the
Federal Reserve Bank of Atlanta, continu-
ing in that position until his appointment as
a Class C director and designation as Chair-
man and Federal Reserve Agent at the bank
on February 18, 1936.
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